BEFORE THE NEBRASKA PUBLI C SERVI CE COVM SSI ON

In the Matter of the Application
of Aquila, Inc., Oraha,
Nebr aska, seeking resol ution of

) Appl i cati on No. P-0008
)
)

a di spute under Nebraska Revised ) ORDER
)
)
)

Statute Section 57-1306.

Entered: February 23, 2005
BY THE COWM SSI ON:

On August 10, 2004, Aquila, Inc. (Aquila) filed an appli-
cation wth the Nebraska Public Service Commission (the
Commi ssi on). In its application, Aquila requests that the
Commi ssion enter an order, pursuant to Neb. Rev. Stat. 88§
57-1301 to 57-1307 (2000 Supp.) and Title 291, Chapter 9 of the
Nebraska Public Service Comm ssion Pipeline Common Carriers
Rul es and Regul ations, declaring that the Metropolitan Uilities
District’s (MU.D.) proposed natural gas mnmin extensions to
serve the planned Stonecrest/Meridian Park subdivision (Stone-
crest), are in violation of Neb. Rev. Stat. 88 57-1301 et seq.,
and that M U D. nust cease and desist extension of the proposed
natural gas mains. Notice of the application was sent to M U.D.
via certified mail on August 13, 2004.

On August 30, 2004, MUD. filed its Answer to Aquila’'s
Conmplaint and Affirmative Defenses. In its Answer, MU.D.
asserted that its proposed main extensions to serve Stonecrest
are in the public interest pursuant to Neb. Rev. Stat. 88 57-
1301 et seq. At the request of the parties, hearing on this
matter was held jointly with the hearing in Application No. P-
0009. The hearing took place in Sarpy County on Decenber 20,
2005.

EVI DENCE

The parties stipulated to several facts related to this
matt er. Addi tionally, Kevin Jarosz, operations manager, testi-
fied on behalf of Aquila. The following individuals testified
on behalf of MUD., Tim Young, developer for the Stonecrest
subdi vi sion; Scott Keep, senior vice president for operations;
and Deni se Dol ezal, senior gas design engi neer.

M U. D. is a rmunicipal corporation and a political
subdi vi sion of Nebraska and operates as a natural gas and water
utility in eastern Nebraska. Aqui |l a operates as a natural gas
utility in the eastern one-third of Nebraska. Both Aquila and
MU D. serve parts of Sarpy County. Aquila has a franchise
agreenent to provide natural gas service within the city limts
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of the City of La Vista and the Cty of Getna. MUD.’s
statutory boundary extends into Sarpy County and currently
includes portions of Gles Road including that between 164'"
Street and 168'" Street.

Stonecrest is located between 156'" and 168'" Streets just
south of Gles Road in Sarpy County. Stonecrest, in its
entirety, is located outside the city limts and extrater-
ritorial zoning jurisdiction of the Gty of La Vista.

On June 29, 2004, Boyer-Young, the devel oper of Stonecrest
contacted MU. D. and requested that MU D. provide natural gas
service to the devel opnent. M U.D. has applications from the
developer for MUD. to provide natural gas service to
St onecrest. On Cctober 18, 2004, Sanitary & |nprovenent Dis-
trict #257 of Sarpy County and MUD. signed a Gas Miin
Ext ensi on Agreenment for MU D. to provide natural gas service to
the initial phase of the Stonecrest.

Aqui | a has existing natural gas infrastructure on the east,
south, and west sides of the Stonecrest. Aquila has natural gas
main along 156'" Street abutting a portion of the east side of
t he subdivision, along 168'" Street abutting the west side of the
subdi vi sion, and has natural gas main in and provides service to
t he devel oprment imediately to the south of the subdi vision.

M U.D. has existing natural gas infrastructure serving the
MIllard Park South subdivision in the northeast corner of Gles

Road and 168'" Street. M U.D. has existing natural gas infra-
structure presently serving the initial phases of the Spring
Hi Il subdivision in the northwest corner of Gles Road and 156'"
Street and has a contract to serve the renmining phases of the
Spring Hi Il subdivision. MU.D. plans to install two segnents
of natural gas main in Gles Road along the south edge of the
MIllard Park South and Spring H Il subdivisions to serve those
subdivisions and to serve future growmh of these subdivisions
and ot hers. MU D also plans to install a two-block Iong

natural gas main in Gles Road between the two previously
pl anned segnents to connect the two segnents, to serve the next
phase of MIllard Park South, to provide system reliability, to
serve future growmh to the north and west, and to serve the
St onecr est .

The M U.D. Board had previously approved natural gas nain
extensions to serve the Spring Hi |l subdivision at the northwest
corner of 156'" Street and Gles Road. These main extensions
were released for construction prior to WMarch 2004, but
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installation of the main along Gles Road was delayed due to
road construction.

The M U. D. Board also approved natural gas main extensions
to serve the MIllard Park South subdivision at the northeast
corner of 168'" Street and G les Road.! The main extension al ong
Gles Road was released for construction in Cctober 2002, but
installation of this min was also delayed due to road
construction. On Novenber 24, 2004, the developer of MIllard
Park South filed an application with MUD. for natural gas
service to MIllard Park South, Phase 3. MU.D. intends to
provi de natural gas service to MIllard Park South, Phase 3. On
August 4, 2004, the MU.D. Board approved natural gas nain
extensions to serve Stonecrest.

Kevin Jarosz testified that MU D. service to Stonecrest
woul d result in duplicative piping at 156'" and G les Road and
along 168'"" south of Gles Road.? M. Jarosz testified, relying
on a letter from Rod Buethe from Getna Volunteer Fire and
Rescue®, that redundancy in systens in close proximty to one
anot her can cause confusion and delays in energency response to
gas | eaks.

Scott Keep testified that some level of duplication is
necessary within MU D.’s systemin order to provide reliability
of service. M. Keep further testified that either MU D
service or Aquila service to Stonecrest represented orderly
devel opnment as it is sinply incremental growh of their system
He further testified that MU D. ratepayers would benefit if
M U.D. serves Stonecrest as MUD. wuld be able to spread its
fi xed costs over nore ratepayers.

The parties have further stipulated that service by either
Aquila or MUD. to Stonecrest would be economcally feasible
and nondi scri m natory.

! Service to the MIlard Park South subdivision was the subject of Application

No. P-0002 before the Conm ssion.
2 M. Jarosz indicated the areas of duplicative piping on Exhibit 70 in yellow

5 The letter fromM. Buethe was adnitted into evidence as Exhibit 63.
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OPI NI ON A ND FI NDI NGS

“I't is the starting point for nost challenges regarding
whet her a proposed or existing main extension nmeets the public
interest criteria.”*

In determ ning whether or not an extension or enlargenent
is in the public interest, the Conm ssion considers the fol-
low ng criteria:

1) The economc feasibility of the extension or
enl ar genent ;

2) The inpact the enlargenent will have on the
existing and future natural gas ratepayers of the
metropolitan utilities district or the investor-
owned natural gas utility;

3) Whet her the extension or enlargenment contributes
to the orderly devel opnment of natural gas utility
i nfrastructure;

4) Whet her the extension or enlargement will result in
duplicative or redundant natural gas utility
infrastructure; and

5) Whet her the extension or enlargenment is applied
in a nondiscrimnatory manner.

Neb. Rev. Stat. 8§ 57-1303 and 8§ 57-1305.

Because the parties have stipulated that service by either would
be economcally feasible and nondiscrimnatory, these factors
are not at issue.

Furthernore, because Stonecrest is not wthin the city
[imts or extraterritorial zoning jurisdiction of the city of La
Vista, none of the rebuttable presunptions regarding the public
interest outlined in Neb. Rev. Stat. 8 57-1304 are present.

| npact on Ratepayers

Nei ther party submitted substantial evidence regarding the
i mpact of service on ratepayers. MU D. argued that allowing it
to serve Stonecrest would allow MU D. to spread its fixed cost

over nore ratepayers thereby reducing costs. The sane is true
for Aquila ratepayers should Aquila be permtted to serve
St onecrest. Aquila relied heavily on the potential confusion

and delay in energency response to gas main leaks in circum

4 Application P-0005 Order at 6.
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stances in which parallel min exist. Al though this public
safety issue is of concern, given the proximty of existing and
pending mains along Gles Road, the addition of MU D. service
to Stonecrest would not appear to exacerbate this problem

Based upon the limted evidence provided, the Conm ssion
finds that the inpact of service by Aquila or MUD on
rat epayers i s neutral.

Orderly Devel opnent of Natural Gas Infrastructure

“[T]he orderly developnent requirenent is not limted to
scrutiny of whether a particular extension would be part of
orderly growh of a particular natural gas utility; rather, the
| egi sl ature requires consideration of orderly developnment of
natural gas utility infrastructure as a whole.”> Both Aquila and

MU.D. have significant infrastructure in place in close
proximty to the subdivision. The Comm ssion finds that either
Aguila or MU.D.'s service to Stonecrest will contribute to the

orderly devel opnent of the Natural Gas Infrastructure.
Duplicative or Redundant Natural Gas Infrastructure

In prior orders, the Conmm ssion has explained that “redun-
dant” means “exceeding what is necessary or normal: super-

fluous.”® As previously stated, Aquila and MU D. each have
significant infrastructure in place capable of serving Stone-
crest. The Conmission finds that neither Aquila’s or MUD. s
service wll result in significant duplicative or redundant

natural gas utility infrastructure.
Concl usi on

MU.D. has relied heavily on the fact that the devel oper
wants MU D. to provide the natural gas service to the

subdi vi si on. As the Comm ssion has previously determined in
P- 0005, devel oper choice, although taken into consideration, is
not determ native. However, in the present case, when the

factors support service by either provider, developer choice
wi |l necessarily play a nore significant role.

The Conmission finds that in |Ilight of the evidence
presented, MU D. has presented sufficient evidence to show that
its service to Stonecrest will serve the public interest.

5 Application No. P-0005 Order at 9.
5 Application No. P-0003 Order at 9; Application No. P-0006 Order at 20.
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ORDER
IT IS THEREFORE ORDERED by the Nebraska Public Service
Comm ssion that MU D."s proposed gas main extensions to serve
the planned Stonecrest/Meridian Park subdivision are in the
public interest.

MADE AND ENTERED at Lincoln, Nebraska, this 239 day of
February, 2005.

NEBRASKA PUBLI C SERVI CE COWM SSI ON
COWM SS|I ONERS CONCURRI NG
Chai r man

ATTEST:

Deputy Director



